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TIlE STATE SCHOOL BUILDING LEASE· 
PURCHASE BOND LAW OF 1976 
Ballot Title 
mE STATE SCHOOL BUILDING LEASE-PURCHASE BOND LAW OF 1976 YES 
PFovides for a bond issue of two hundred million dollars ($200,000,000) to provide capital outlay .... - .... --... 
for construction or improvement of public schools. NO 
FINAL VOTE CAST BY LEGISLATURE ON AB 32 (PROPOSmON 1): 
ASSEMBLY-Ayes, 66 SENATE-Ayes, ~ 
Noes, 2 Noes, 11 
Analysis· by Legislative Analyst 
PROPOSAL: 
Background. For the past 24 years the State of 
California has helped local school districts finance their 
building needsby selling state general obligation bonds. 
Both the state and the local school districts share in the 
repayment of these bonds. Since this program· began 
about $2.4 billion in such bonds has been . authorized. 
Previous bond issues have been sold under the 1952 
School Building Aid Law which authorized two major 
aid programs: (1) state aid for school districts 
experiencing high enrollment growth, and (2) state aid 
for those school districts that must repair or replace 
structurally unsafe buildings or buildings recently 
damaged by an earthquake. 
Proposal. This proposition would finance a new 
Iruijor state school building aid program (authorized by 
Chapter 1009, Statutes of 1975) under which the state 
would . enter into lease-purchase agreements with 
participating school districts. 
Under this proposal, the state would be authorized to 
sell and administer $mO million in general obUgation 
bonds to aid school districts for (1) building new school 
facilities in high growth attendance areas, and (2) 
reconstructing. remodeUng or replacing educationally 
inadequate school buildings over 30 years old. 
This new program is basically similar to the existing 
state school bUilding aid growth program with the 
following major exceptions: 
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(1) School districts would .enter into a lease-putchase 
agreement with the state rather than receive a 
direct construction loan from the state. The state 
would pay for the construction or replacement of 
school buildings and lease them to appUcant 
school districts. Districts would own the 
buildings at the end of the lease period. 
(2) Districts would be required to obtain a simple 
majority approval of local voters to enter the 
lease-purchase arrangement rather than a % 
voter approval to qualify for state' aid. 
(3) Local districts would be required to repay the 
full cost of the general obUgation bonds 
(principal anrl interest) under the lease rather 
than sharing the cost of repayment with . the 
state. 
FISCAL EFFECf: 
Interest rates vary depending on the bond market 
when the bonds are actually sold. Assuming an interest . 
rate of six percent and a 20 year repayment period .' 
total interest cost of the $200 million general oblig~.. _ 
-bonds would be approximately $126 million for a total 
principal and interest cost of $326 milUon ($200 million 
in bonds + $126 milliol} in interest = $326 million). 
The state cost of this program will be limited almost 
entirely to the administration of the lease-purchase 
program. Approximately $1 million in bond funds will 
be used for such administration. This cost, plus $630,000 
to repay the compound interest on the $1 million, 
would result in a total state cost of $1,630,000 over 20 
years_ 
The remaining $324,370,000 in principal and interest 
costs is fully repayable by the participating sch09l 
districts. The actual effect on individual participating 
school districts will vary with the construction, 
replacement and remodeUng needs of the district. 
A summary of these costs follows: 
Cast Stille of Local 
Factors C.lifomill Schools Totlll 
State Administration $1,630,000 $1,630,000 
Local Building Pro-
gram ...................... $324,370,000 324,370,000 
TotaL ...... ; ...... ., ............. $I,6JO,OOO $324,370,000 $326,000,000 
Text of Propqsed Law 
. This law proposed by Assembly Bill No. 32 (Statutes of 1975, 
Chapter 1007) is submitted to the people in accordance with the 
provisions of Article XVI of the Constitution. 
This proposed law does not amend any existing law. Therefore, the 
provisions thereof are printed in itaUc type to indicate that they are 
new. 
PROPOSED LAW 
SECFION 1; Chapter 1 (commencing with Section 193(1) is 
added to Division 14 of the Education Code, to read: 
CIlAPTEB 7. STATE ScHOOL BUILDING 
LEAsE-PuBCHASE BoND Lt W OF 1!l76 
19301. This act 11JIIy be. cited IlS the State School BuiJding 
LeIlSe-Purchase Bond Law of 1!R6. 
1931J2. The' State General ObliRation Bond Law (Cbsoter 4 
-(commencing with Section J671!D) 01 Part "3 01 Division 4 ofT/tie 2 of 
tbe Government Code) is adopted rot the purpoae of the isIIuInce, 
ale and repayment of, and otIierwise provlilinj with respect to, the 
bonds authorized to be issued by this chapler, and the provisions of 
that law are included in this chapter IlS tllougb set out iti Full in this 
~. All references in this chapter to "herein" sbalJ be deemed 
to ieIer both to this chapter and such law. 
19303. As used in this chapter, and For the purposes of this chapter 
/IS used in the State General ObUgation Bond Law, the FoDowing 
wonIs sbalJ have the Following meanings: 
fa) "Committee" means the Stilte Scbool Building Finlmce 
CDmmittee createdby Section J951o. 
(b) "Board" means the State AJJocation Board. 
(c) "Fund" means the State School Building LeaJle-Purcbase Fund. . . 
1!J304. For the purpose of creating a fund to provide aid to scbdol 
districts of the ate ~ accoidance with the ~ oFthe State 
.... 'JI,oI BuiItJin6 Lea$e-1'urclIMe Ltnv o£'19'T4 and of all acts 
".-toty tbiireof and thereto. and to i!rovkk funds 
to,..1' 6111' IDOIJt'JY ~ or Jomed to the State SChoOl Building 
Lt.e-PurcIIMe FUnd untlt!r any lICto£the LegisMture, together wiib 
intli!iiieStprovided Ioi in .that act. and to be Used to reimburse the 
GeneraF 0b/igVi0D Bond &pense Jlevo/ving Fund pursuant to 
Section 167R4./J 01 the Government Code the committee .sba11 be and' 
is hereby authorized and empowered to create a debt or debts, 
liIIbiIity or liabiUties, of tbe State of California, in the aggregate 
'NI,)OUIJt of two hundred million dollars ($PLIO,(J()(),OOO) in tbe manner 
provided herein, but not in excess thereof . 
J!J.1M. All bonds herein authorized, which sball have been duly' 
aold ilnd delivered as herein provided, shall constitute vaUd and 
leJta11y binding general obligatiOns of the State of California, and the 
/ JiiJJ J8ith and credit oFthe State oFCalifornia ls hereby oIedIted rot the 
punctual payment of both principal and interest t:hereor. 
There shall be collected annu8J1y in the same manner and at the 
same time as other ate revenue is coDected such a sum, in addition 
to the ordinary revenues of the .state, as sbalJ be required to pay the 
principal and interest on sSid bonds as herein piOvit:I¢, and it is 
7Jereby made the duty of all ofBcers charged by MW with any duty in 
regamtothecollec~oFsSid~ven~todoand~8chand 
every act which .sba11 be necessary to coJ1ect sucb additional sum. 
On the several dates of maturity of said principtU and interest in 
each fiscal year, there shall be transferred to the CeneraJ Fund in the 
State Treasury, all of the money in the Iimd. not in excess of the 
principal of and interest on tbe sSid bonds then due and payable 
except as herein provided For the prior redemption oFsaid hoiub, and, 
in t/ie event such money so returned on said dates of maturity is less 
than the said principal and interest then due and payable, then the 
balance remaining unpaid shall be returned into the General Fund 
in the State Treasury out of the fund as soon thereafter as it shaD 
become aYlJiJabJe. 
193fJ6. All money deposited in the fund under section 19373 of this 
code and purswuJt to the provisions of Part 2 (commencing with 
Section 163(0) of DivisioD 4 of Title 2 of the Government Code. sba1J 
be available only,!()T transfer to the General Fund, as provkiecJ in 
Sec~ J!J.'JM. W1Jen transferred to the General Fund Such money 
sbalJ be appJied as a reimbursement to the General Fund on account 
of princijJ8l.and interest due and payable or pajd from the GeneiaJ 
Fund on the earliest issue of scIiooI buiJdiz,g bonds for which the 
General Fund has not been Fully reimbuned bY such transfer oFfunds. 
J9307. Tbere is hereby appropriated from the General Fund in 
the State Treasury For the purpose of this chapter, such an amount as 
will equal tbe following: 
fa) Such sum annually as wiD be necessary to pay the principal of 
and the interest on the bonds issued and sold pursuant to tbe 
provisions of this chapter, as said principal and interest become due 
and jJayable. . 
(/j) Such sum IlS is necessary to carry out the provisions of Section 
IfJ308, which sum is 8pJiropriated without regMd to fiscal years. 
. J9308. For the purfJ!)SeS of ~ out the provisions of this 
chapter the Din:ctor iif Finance, may by executive order authorize 
the withdrawal from the General Fund Of an amount or M1JOUIJts not 
to exceed the amount of the unsold bonds which the Committee bas 
by resolution authorized to be sold For the purpose of carryiDg out this 
chapter. Any amounts withdrawn shall be deposited in the fund to be 
allocated by. the. board in accordance with this ~er. Any moneys 
made available under this section to the board sbiJll be returned by 
the board to the General Fund ITom moneys received from the sale 
of bonds sold for the purpose of carrying out this chapter. 
J9309. Uponrequestiiftheboard,suppt?rtedbyastatementoFthe 
apportionments miuJe and to be made iiiider Sections 1!J350 to 1!J3!l7, 
inClusive, the committee shall determine wbet:b8r or not it is 
necesary or desirable to issue any bonds authorized UDf/er this 
chapter in order to make such apportionments, «if so, the amount 
of6onds then to be issu(Jd and iiiId. Fifty million dollars fI6O,O()O;lXJO) 
shall be available For apportionrneIlt onJIlly J, 1!l76, and .wwen million 
dolIsn (I'f,(J()(),(J()IJ) sIJill become available rot apportionnJent on the 
fiItb day of each nlonth tbere.Jter until a .totM oItwo hUndred million 
dollars flSJOO,(J()(),OOO) bas become aVtdlab/e For IlPIJ()l'tiomJJt. 
Successive issues of bonds may be authorized and ao/iJ to make such 
. aPJX!rtionments progressively, and it sbalJ flOt be necessary that all of 
the bonds herein authorized to be issued shall be sold at anyone time. 
19310. In computing the net interest cost under Sec~ 167!U of 
tbe Government Code, interest sbalJ be computed from the date of 
the bonds or the last preceding interest payment date, . whichever is 
latest, to the respective maturity dates 01 the bonds then oRered for 
sale at the coupon rate or rates specified in the bid, such computation 
to bel1Ulde on a 3fiO..dIl)'-year fNIsis. 
19311. 1'be committee may authorize the State ~to aeJJ 
all or any part of the bonds herein anthorized at such time or times 
as ID8.y be fixed by the State 7reasurer. 
J9312. All ~ from the sale of the bonds herein authoriz£!(/ 
depoif/ted in the fund, as provided in Section J67!J'f of the 
Government Code, except thoSe derived from premium and accrued 
intere.rt shall be Ilvailalile For the purpose herein provided, but sbaJ/ 
not be available rot transfer to tbe General Fund pursuant to Sec~ 
19305 to pay principal and interest on bonds. 
J93J3. With respect to tbe proceeds of bonds authorized by this 
chapter, all the provisions of Sections J9350 to 1!J3!l7, inclusive, sbalJ 
apply. 
J9314. Out of the first money reaUzed from the sale of bonds 
under this act, there shall be repaid any moneys advanced or loaned 
to the State School Building Le6se-Purcbase Fund under any act of 
th.e Legislature, together with interest provided For in that act. 
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The State School Building Lease-Purchase Bond Law of 1976 
Argument in Favor of Proposition 1 
Proposition 1 deserves your "yes" vote. It will de-
crease the cost of financing school construction. It will 
provide a less complicated and less costly way for school 
districts to finance new construction. It will permit dis-
tricts to modernize or replace dilapidated school build-
ings that are more than 30 years old. 
There will be no cost to the State. No State tax dollars 
are involved. No project will be built without a favora-
ble vote of the school di$trict voters. School districts 
would enter lease-purchase agreements with the State 
provided they first obtain ,a favorable vote from-a sim-
ple majority of the district's voters. (Presently, school 
districts can enter lease-purchase agreements through 
a more costly complex nonprofit corporation arrange-
ment by the same simple majority vote.) Under Propo-
sition 1 the State would lease the rehabilitated or newly 
constructed school facility to the district for a period not 
to exceed 30' years, during which the district would 
have fully repaid the State the money borrowed from 
the proposed $200 million bond issUe. The savings avail-
able through this measure lie in the use of· the State's 
guarantee of the bonds. as opposed to the local district's 
guarantee of its bonds. A recent school district bond 
issue of $35 million was sold at an interest rate of7.22%. 
The State's interest rate at the same time was 5.6%. Had 
this proposal been available, the district could have ob-
tained exactly the same facilities following the identical 
vote and construction cost, but at a savings of approxi-
mately $10 million to the local taxpayers because of the 
lower interest rate. A more recent State bond sale at 
5.2% would have: offered a still greater. savings. 
Proposition 1 simplifies and reduces the cost of lease-
purchase agreements and guarantees 100% repayment 
for the facilities constructed. 
School construction plans are developed by local dis-
tricts under Proposition 1 exactly as they are presently 
developed. As with all State-aided school projects, cost 
allowances and square foot area allowances are ap-
proved by the State Allocation Board which administers -
the program. Districts are encouraged, under this pro-
gram, to rehabilitate existing facilities rather than re-
place them. Districts are also encouraged to design a 
portion of their facilities as relocatable structures to be 
moved within the district as. the school population de-
mands. This program uniquely encourages districts to 
seek other tlian conventional, nonreplenishable energy 
sources for heating, cooling and lighting. 
Proposition 1 deserves your favorable vote. It will use 
the State's credit to reduce the local district's cost of 
borrowing money. It will continue all existing safe-
guards. Proposition 1 will guarantee local taxpayers the 
opportunity to vote on any proposed local school 
project under this act and guarantee the lowest possible 
cost to the local people who must pay for it. ' 
I 
WILSON RILES 
California State Superintendent of Public Instruction 
JOHN A. SUTRO 
Attorney ami Civic LeMler 
LEROY F. GREENE 
MemMr of tbe ~Jy, fitb District 
0uIirmMJ, .4s#mbJy EdUClllion Committee 
Rebuttal to Argument in Favor of Proposition 1 
The primary fault with Proposition.J is that it will 
allow approval of school construction projects by a sim-
ple majority vote, not the two-thirds currently required 
in most cases. Thus, instead of exploring ways to use 
existing facilities more effectively, school districts may 
be encouraged to enter into costly construction 
projec~. . 
What this lease-purchase coricept really does, then, is 
allow local school districts to circumvent the two-thirds 
vote requirement for building projects. 
Also with the slate as a guarantor of loans, what would 
happen if a school district overextends? The state would 
then be stuck for the loan. 
The lessons of New York City are fresh enough in our 
minds so that taxpayers should avoid making it easier 
for government entities to go deeper into debt. 
Vote NO on Proposition 1. 
H. L RICHARDSON 
Member of tbe SemIte, 19th District 
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Arguments printed on this page are the opini~ns of the authors and have not been 
checked for accuracy hy any official agency. 
The State School Building Lease-Purchase Bond Law of 1976 
Argument Against Proposition I 
There are several reasons to vote "NO" on this $324.7 
million school bond proposition, but two of them stand 
out above the rest: 
1. A simple majority vote of school district voters 
would be required to qualify, instead of the current 
two-thirds majority. 
2. Easing of bonding requirements would encourage 
school districts to go into deeper debt, and taxpayers 
statewide would be on the hook should any of them be 
unable to fulfill their obligations. 
The lessons of New York should be very clear. Gov-
ernment bonds are no insurance of solvency, especially 
when fiscal prudence is not practiced. 
Everything in this proposition is designed to make it 
easier for school district taxpayers to get deeper into 
debt. 
The debt limits 1U'e increased, districts need not be 
bonded to capacity to qualify, growth qualifications can 
be based on attendance areas within a district instead 
of the entire district, and so on. 
The California Legislative Analyst's office estimates 
the potential cost of this program at $324.7 million to 
local school districts over 20 years, and this does not 
count hundreds of thousands of dollars in administra-
tive costs. Increased administrative· cost really means 
added bureaucracy. 
It is claimed that there will be a savings of tax dollars, 
because the construction money really would be pro-
vided through state bonds, which have a lower interest 
rate than district bonds--as long as the state remains 
solvent. 
This is like saying you saved money by buying some-
thing on sale. You may not have bought it at all had you 
not gone shopping in the first place. 
This is no time for any government agency to get 
itself deeper into debt without the most careful consid-
eration. Local taxpayers should have to be totally con-
vinced that such indebtedness is absolutely necessary. 
This kind of protection is erased with removal of the 
two-thirds vote requirement for approval. 
Fiscal responsibility requires that a "NO" vote be cast 
on Proposition 1. 
n. L BlCHAIIDSON 
MembtJr of the Sen.,." 19th District 
Rebuttal to Argument Against Proposition I 
Ale oppoSition disregards present law, which already 
aIlQws simple ~ votes.for lease-purchase bonds as 
weB as many, other kinds of local school financing. 
PropositiOn 1 dOes nothing' to ""ease" voting or bonding 
requiremenb. . 
The State is assured repayment by participating 
school districts, for the State repays itself out of a dis-
trict's -established Average Daily Attendance fund al-
lowances. , 
Far from encouraging local indebtedness, Proposi-
tion 1 enables school di tricts to obtain a much lower 
rate of interest than they can get with their own bond 
issues. Proposition 1 substitutes the power of the State's 
credit for weakedocal credit. Last summer State bonds 
sold' at 5.6% when local school district lease-purchase 
bonds sold at 7.22%. Recent State bonds sold at 5.2%. 
The State's solvency is reflected in itS superb 'credit 
rating, which Proposition 1's protections will preserve. 
Further, this measure reduces construction costs 
through strict cost-per-square-foot and area-per-sru-
dent limits. It relieves districts of hundreds of thousands 
of dollars in administration costs. The State's AHocation 
Board, with no increase in personnel, will service this 
program as it does all state-aided -programs, relieving 
local districts of costly paperwork burdens.' 
Such fiscally responsible organizations as the 
California State Chamber of Commerce endorse 
Proposition 1 because it is a prudent measure and 
leaves participation up to the voters of each school 
district. A "Yes" vote will result in great local savings in 
the costs of necessary school repairs and replacement. 
wnsoNBILES 
~ St.1e Superintendent of 
Public Instiuction 
JOHN A. SUTRO 
A.~y MJtl Civic LeMler 
LEROY F. GREENE, Memb«oFthe.4siIeJDbJy, 6th District 
OJIIinIMn, A.ssemhIy EdI!ClltimJ Committee 
Arguments printed on this page are the opinions of the authors and have not been 
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